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§1.35-2

(c) The application of section 35 may
be illustrated by the following exam-
ple:

Example. In his taxable year, 1955, A re-
ceived $4,500 of partially tax-exempt inter-
est. A’s taxable income is $4,000 upon which
the tax prior to any credits against tax is
$840. His foreign tax credit under section 33
is $610, and his dividends received credit
under section 34 is $120. A’s credit under sec-
tion 35 for partially tax-exempt interest is
$110, determined as follows:

Section 35(a)

Partially tax-exempt interest ..........c.cocoeeeeeeeens $4,500
Credit computed under section 35(a); 3 percent
of $4,500 ....... 135
Section 35(b)(1)
Tax imposed by chapter 1 .......ccoooviiiieiiiineen 840
Less:
Credit allowed under section 33 $610
Credit allowed under section 34 120
$730
Limitation on credit under section 35(b)(1) ........... 110
Section 35(b)(2)
Taxable income 4,000

Limitation on credit under section 35(b)(2); 3 per-

cent of $4,000 120

Since of the three figures ($135, $110, and
$120), the lesser is $110, A’s credit under sec-
tion 35 is limited to $110.

§1.35-2 Taxpayers not entitled to cred-
it.

For taxable years beginning after De-
cember 31, 1957, no credit shall be al-
lowed under section 35 to a nonresident
alien individual with respect to whom
a tax is imposed for such taxable year
under section 871(a).
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